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TO: THE commlss lon

FROM: Utilities  Divis ion

DATE: October 5, 2007

REVIS ED -  IN THE  MATTE R  O F  THE  AP P LIC ATIO N O F  TR INS IC
COMMUNICATIONS, INC., TOUCH 1 COMMUNICATIONS, INC., AND MATRIX
TELECOM, INC. FOR APPROVAL OF A JOINT APPLICATION OF A TRANSFER
OF ASSETS (DOCKET NOS. T-03589A-07-0231, T-03088A_07-0-31 AND T-
03228A-07-0231)

Attached is the Revised Staff Report on the application of Trinsic Communications, Inc.
("Trinsic" formerly known as "Z-Tel Communications, Inc.") and Touch 1 Communications, Inc.
("Touch I"), (collectively, "Trinsic"), and Matrix Telecom, Inc. ("Matrix") for approval of a  Joint
Application for a  transfer of assets. Staff recommends approval of Matrix's request to transfer
control of assets from Trinsic to Matrix.
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Introduction

On April 9, 2007, Trinsic Communications, Inc. ("Trinsic" formerly known as "Z-Tel
Communications, Inc."), Touch 1 Communications, Inc. ("Touch l"), and any successor in
interest of either, including a Chapter 7 bankruptcy trustee (collectively, "Trinsic"), and Matrix
Telecom, Inc. ("Matrix") (and, together with Trinsic, the "Applicants"), filed a Joint AppliCation
seeldng expedited Commission approval, to the extent necessary, to transfer control of assets
used to provide local and long distance telecommunications services &om Trinsic to Matrix. The
Applicants have also requested that the Commission grant a waiver of the Commission's
regulations governing the changes to a customer's telecommunications provider, Arizona
Administrative Code Sections R14-2-1904, R14~2~1905, R14-2- 1906, to the extent those rules
are inconsistent with Federal Communications Commission's ("FCC's") rules governing the sale
of a carrier's customer base, 47 C.F.R.3 64.1 l20(e).

Background

The  Commiss ion granted Trins ic the  authority to provide , re sold inte rexchange  se rvice  in
De cis ion No. 61540, da te d Fe brua ry 19, 1999, a nd to provide  re sold a nd fa cilitie s -ba se d loca l
exchange  se rvice  in Decis ion No. 62896, da ted September 18, 2000. The  Commiss ion granted
Touch 1 the  a uthority to provide  re s old inte re xcha nge  s e rvice  in De cis ion No. 61659, da te d
April 21, 1999.

The Commission granted Matrix the authority to provide resold interexchange service in
Decision No. 65926, dated May 16, 2003 and to provide resold local exchange service in
Decision No. 68343, dated December 9, 2005. Matrix has an application pending before the
Commission for 11111, facilities-based local exchange services in Docket No. T-03228A-06-0800.

Trans fe r of As s e ts

On Ma rch 21 , 2007, Trins ic a nd Tide  Acquis ition Corpora tion ("Tide ") e nte re d into a n
Asse t P urcha se  Agre e me nt, (the  "AP A") unde r which Tide  would a cquire  the  a s se ts  of Trins ic
used to provide  te lecommunica tions  se rvices , a s  we ll a s  Trins ic's  cus tomer accounts  across  the
na tion, including in Arizona . Tide  subsequently a ss igned its  rights  unde r the  APA to Ma trix.

Trinsic and Matrix have  requested tha t the  Commission approve  the  proposed sa le  before
June  4, 2007. The  Applicants  s ta te  tha t approva l be fore  this  da te  is  required unde r the  te rms  of
the  As s e t P urcha s e  Agre e me nt a nd, be ca us e  Trins ic ha s  file d for ba nkruptcy, a pprova l is
necessa ry to ensure  the  continua tion of se rvice  to Trins ic's  cus tomers . The  Applicants  have  a lso
re que s te d tha t the  Commiss ion gra nt a  wa ive r of the  Commiss ion's  re gula tions  gove rning die
cha nge s  to a  cus tome r's  te le communica tions  provide r, Arizona  Adminis tra tive  Code  S e ctions
R14-2-1904, R14-2-1905, Rl4-2- 1906, to the  e xte nt those  rule s  a re  incons is te nt with Fe de ra l
Communica tions  Commiss ion's  ("FCC's") rule s  gove rning the  sa le  of a  ca rrie r's  cus tomer base ,
47 C.F.R.3 64.1 120(e ). The  Applicants  have  s ta ted tha t they will comply with the  FCC's  notice
and ce rtifica tion requirements  applicable  to transfe rs  of ca rrie r cus tomer bases . Ma trix has  a lso
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s ta te d tha t it will comply with a ny notice  re quire me nts  conta ine d in Trins ic's  contra cts  with its
customers .

The Applicants anticipate that this sale will be seamless and transparent to Trinsic's
customers. Under the terms of the APA, Matrix will acquire Trinsic's entire local and long
distance customer base, together with its rights and responsibilities under contracts necessary to
operate Trinsic's business, Trinsic's real and personal property, equipment, fixtures, intellectual
property, trademarks, and most other Trinsic assets. Thus, the Applicants assert that the
proposed sale of Trinsic's assets to Matrix will cause no intemlption in service to customers, that
no existing service will be discontinued, reduced, or impaired as a result of the sale of these
assets and that this transaction will not affect rates for, or terms or conditions at, any service
being provided by Trinsic to customers in Arizona. Matrix will continue to provide service to
these customers using die Trinsic names, possibly on a co-branded basis.

S ta ff ha s  re vie we d the  cus tome r notifica tion le tte r tha t Ma trix provide d to a ll GC S ma ll
Bus ine ss  Cus tome rs . Be ca use  tha t notice  wa s  provide d in a  time ly ma nne r, informs  cus tome rs
tha t the  ra tes , te rms and conditions  of se rvice  will not change  as  a  result of this  asse t transfer and
informs  cus tome rs  tha t the y ma y subscribe  to the  te le communica tions  se rvice  provide r of the ir
choice , S ta ff be lieves  the  Commiss ion's  S lamming and Cramming rule s  should be  wa ived in this
ma tte r.

P e r informa tion re ce ive d from the  Corpora tions  S e ction of the  Arizona  Corpora tion
Commiss ion, a ll thre e  compa nie s  a re  in good s ta nding. In re se a rching the  Consume r Se rvice s
da tabase  for compla ints  for Trins ic Communica tions , Inc. from Janua ry 1, 2004 to current, the re
we re  s ix compla ints  tile d in 2004. The se  compla ints  we re  re ga rding billing, ne w se rvice , qua lity
of s e rvice , a nd disconne ct/te rmina tions . In 2005, the re  wa s  one  compla int re ga rding qua lity of
se rvice . All compla ints  have  been re solved.

In  re s e a rc h in g  th e  C o n s u m e r S e rvic e s  d a ta b a s e  fo r c o m p la in ts  fo r To u c h  1
Communica tions , Inc. a nd Ma trix Te le com, Inc. for the  pe riod from Ja nua ry 1, 2004 to curre nt
the re  a re  ze ro compla ints  file d. Ma trix ha s  informe d S ta ff tha t it will honor a ny cus tome r
depos its  and/or prepayments  previous ly collected by Trins ic. Consequently, the re  is  no risk tha t
a n a dva nce , de pos it a nd/or pre pa yme nt of funds  from Arizona  cus tome rs  would be  los t by
approving this  asse t transfer.

Recommendations

S ta ff recommends  approva l of Ma trix's  reques t to trans fe r control of a sse ts  used to
provide  loca l and long dis tance  te lecommunica tions  se rvices  from Trins ic to Ma trix.

2.

1 .

S ta ff re c o m m e n d s  a p p ro va l o f Ma trix's  re q u e s te d  wa ive r o f th e  Ariz o n a
Adminis tra tive  Code  S e ctions  R14-2-1904, R14-2-1905, a nd Rl4-2- 1906 in this
ma tte r.
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3. Although not re que s te d by the  Applica nts , S ta ff re comme nds  ca nce lla tion of the
Trins ic a nd Touch 1 CC&Ns  a t this  time  be ca us e  the  compa nie s  will no longe r be
providing te le communica tions  s e rvice  in Arizona . Ca nce lla tion of the  CC&Ns  a t
this  time  will e limina te  the  ne e d to file , a t a  la te r da te , a n a pplica tion to ca nce l the
CC&Ns . Upon ca nce lla tion of the  CC&Ns , Trins ic a nd Touch l would no longe r be
a uthorize d  to  provide  compe titive  in tra s ta te  te le communica tions  s e rvice  a s  a
provide r of re sold inte rexchange  se rvice  or a s  a  provide r of re sold or facilitie s -based
loca l e xcha nge  s e rvice  in the  s ta te  of Arizona . The re fore , Trins ic a nd Touch l
would no longe r be  subje ct to the  re quire me nts  of De cis ion Nos . 61540, 61659 or
62896, including the  requirement to procure  a  performance  bond.
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IN THE MATTER OF THE APPLICATION
OF TRINSIC COM CATIQNS, INC.,
TOUCH 1 com1v1Un1cAT1ons , INC., AND
MATRIX TELECOM, INC. FOR
APPROVAL OF A JOINT APPLICATION
OF A TRANSFER OF ASSETS

DOCKET n o s . T-03589A-07-0_31
T-03088A-07-0 -31
T-03228A-07-0 -31

DECISION NO.

ORDER
12

13

14

15

16 BY THE  C O MMIS S IO N:

17 1 . On  Ap ril 9 ,  2 0 0 7 ,  Trin s ic  C o m m u n ic a tio n s ,  In c .  ("Trin s ic " fo rm e rly kn o wn  a s

18 "Z-Te l Communica tions , Inc ."), Touch 1 Communica tions , Inc . ("Touch 1"), a nd a ny s ucce s s or in

19 in te re s t o f e ithe r, inc luding  a  Cha pte r 7  ba nkruptcy trus te e  (co lle c tive ly, "Trins ic"), a nd  Ma trix

20 Te le com, Inc . ("Ma trix") (a nd , toge the r with  Trins ic , the  "Applica n ts "), tile d  a  J o in t Applica tion

2 1 s e e king e xpe dite d Commis s ion a pprova l, to the  e xte nt ne ce s s a ry, to tra ns fe r control of a s s e ts  us e d

22 to  p rovide  loc a l a nd  long  d is ta nc e  te le c ommunic a tions  s e rvic e s  from Trins ic  to  Ma trix. The

23 Ap p lic a n ts  h a ve  a ls o  re q u e s te d  th a t th e  C o m m is s io n  g ra n t a  wa ive r o f th e  C o m m is s io n 's

24 re g u la tio n s  g o ve rn in g  th e  c h a n g e s  to  a  c u s to m e r's  te le c o m m u n ic a tio n s  p ro v id e r,  Arizo n a

25 Adminis tra tive  Code  S e ctions  R14-2-1904, R14-2-1905, Rl4-2- 1906, to the  e xte nt thos e  rule s  a re

26 incons is te nt with Fe de ra l Communica tions  Commis s ion 's  ("FCC's ") mie s  gove rning the  s a le  of a

27 ca rrie r's  cus tome r ba s e , 47 C.F.R.3 64.1 l20(e ).

28

Open Meeting
October 11, 2007
Phoenix, Arizona
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The Commission granted Trinsic the authority to provide, resold interexchange

2 service in Decision No. 61540, dated February 19, 1999 and to provide resold and facilities-based

3 local exchange service in Decision No. 62896, dated September 18, 2000. The Commission

4 granted Touch 1 the authority to provide resold interexchange service in Decision No. 61659,

5 dated April 21, 1999.

3.

1

1 1

12 use d to provide  te le communica tions  se rvice s , a s  we ll a s  Trins ic's  cus tome r a ccounts  a cross  the

13 na tion, including in Arizona . Tide  subsequently a ss igned its  rights  unde r the  APA to Ma trix.

14 5. Trins ic and Matrix have  reques ted tha t the  Commiss ion approve  the  proposed sa le

15 be fore  J une  4, 2007. The  Applica nts  s ta te  tha t a pprova l be fore  this  da te  is  re quire d unde r the

16 te rms of the  Asse t Purchase  Agreement and, because  Trins ic has  tiled for bankruptcy, approva l is

17 ne ce ssa ry to e nsure  the  continua tion of se rvice  to Trins ic's  cus tome rs . The  Applica nts  ha ve  a lso

18 re que s te d tha t the  Commis s ion got a  wa ive r of the  Commis s ion's  re gula tions  gove rning the

19 cha nge s  to a  cus tome r's  te le communica tions  provide r, Arizona  Adminis tra tive  Code  S e ctions

20 R14-2-1904, R14-2-1905, Rl4-2- 1906, to the  e xte nt thos e  rule s  a re  incons is te nt with Fe de ra l

21

6 The  Commis s ion gra nte d Ma trix the  a uthority to  provide  re s old inte re xcha nge

7 service  in Decis ion No. 65926, da ted May 16, 2003 and to provide  resold loca l exchange  se rvice  in

8 De cis ion No. 68343, da te d De ce mbe r 9, 2005. Ma trix ha s  a n a pplica tion pe nding be fore  the

9 Commiss ion for full, facilitie s -based loca l exchange  se rvices  in Docke t No. T-03228A-06_0800.

10 4. On Ma rch 21, 2007, Trins ic a nd Tide  Acquis ition Corpora tion ("Tide ") e nte re d into

an Asse t Purchase  Agreement, (the  "APA") unde r which Tide  would acquire  the  a sse ts  of Trins ic

Communications Commission's ("FCC's") rules governing the sale of a carrier's customer base,

22 47 C.F.R.3 64.1 l 20(e). The Applicants have stated that they will comply with the FCC's notice

23 and certification requirements applicable to transfers of canter customer bases. Matrix has also

24 stated that it will comply with any notice requirements contained in Trinsic's contracts with its

25 customers .

26 6. The  Applicants  anticipa te  tha t this  sa le  will be  seamless  and transparent to Trins ic's

27 customers . Unde r the  te rms  of the  AP A, Ma trix will a cquire  Trins ic 's  e n tire  loca l a nd  long

28 dis tance  cus tomer base , toge the r with its  rights  and re spons ibilitie s  unde r contracts  necessa ry to

2.

De cis ion No
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1

3

5

6

7

8

9

10

operate Trinsic's business, Trinsic's real and personal property, equipment, fixtures, intellectual

2 property, trademarks, and most other Trinsic assets. Thus, the Applicants assert that the proposed

sale of Trinsic's assets to Matrix will cause no interruption in service to customers, that no existing

4 service will be discontinued, reduced, or impaired as a result of the sale of these assets and that this

transaction will not affect rates for, or terms or conditions o12 any service being provided by

Trinsic to customers in Arizona. Matrix will continue to provide service to these customers using

the Trinsic names, possibly on a co-branded basis.

Staff has reviewed the customer notification letter that Matrix provided to all GC

Small Business Customers. Because that notice was provided in a timely manner, informs

customers that the rates, terms and conditions of service will not change as a result of this asset

transfer and informs customers that they may subscribe to the telecommunications service provider

12 of their choice, Staff believes the Commission's Slamming and Cramming rules should be waived

in Uris matter.

11

1 3

14
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21
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8. Pe r informa tion rece ived Nom the  Corpora tions  Section of the  Arizona  Corpora tion

Commis s ion, a ll thre e  compa nie s  a re  in good s ta nding. In re s e a rching the  Cons ume r S e rvice s

da ta ba se  for compla ints  for Trins ic Communica tions , Inc. from Ja nua ry 1, 2004 to curre nt, the re

we re  s ix compla ints  file d in 2004. The se  compla ints  we re  re ga rding billing, ne w se Mce , qua lity

of s e rvice , a nd dis conne ct/te rmina tions . In 2005, the re  wa s  one  compla int re ga rding qua lity of

se rvice . All compla ints  have  been re solved.

In  re s e a rch ing  the  Cons ume r S e rvice s  da ta ba s e  fo r compla in ts  fo r Touch  l

Communica tions , Inc. a nd Ma trix Te le com, Inc. for the  pe riod from J a nua ry 1, 2004 to curre nt

22 the re  a re  ze ro compla ints  tiled. Ma trix ha s  informed S ta ff tha t it will honor any cus tomer depos its

a nd/or pre pa yme nts  pre vious ly colle cte d by Trins ic. Cons e que ntly, the re  is  no ris k tha t a n

advance , depos it and/or prepayment of funds  from Arizona  cus tomers  would be  los t by approving

this asset transfer.

S ta ff ha s  re comme nde d a pprova l of Ma trix's  re que s t to tra ns fe r control of a s se ts

27 used to provide  loca l and long dis tance  te lecommunica tions  se rvices  from Trins ic to Matrix.

26 10.

28

7.

9.

De cis ion No.
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1 11. S ta ff ha s  furthe r re comme nde d a pprova l of Ma trix's  re que s te d  wa ive r of the

2 Arizona  Adminis tra tive  Code  Sections  R]4-2~l904, R14-2-1905, and R14-2- 1906 in this  ma tte r.

3 12. Although not re que s te d by the  Applica nts , S ta ff ha s  re comme nde d ca nce lla tion of

4 the  Trins ic a nd Touch 1 CC&Ns  a t this  time  be ca us e  die  compa nie s  will no longe r be  providing

5 te le communica tions  se rvice  in Arizona . Ca nce lla tion of the  CC&Ns  a t this  time  will e limina te  the

6 need to file , a t a  la te r da te , an applica tion to cance l the  CC&Ns. Upon cance lla tion of die  CC&Ns,

7 Trin s ic  a n d  To u c h  l wo u ld  n o  lo n g e r b e  a u th o riz e d  to  p ro vid e  c o m p e titive  in tra s ta te

8 te lecommunica tions  se rvice  as  a  provider of resold inte rexchange  se rvice  or as  a  provider of resold

9 or fa cilitie s -ba se d loca l e xcha nge  se rvice  in the  s ta te  of Arizona . The re fore , Trins ic a nd Touch 1

10 would no longer be  subject to the  requirements  of Decis ion Nos. 61540, 61659 or 62896, including

11 the  requirement to procure  a  performance  bond.

12 CONCLUS IONS  OF LAW

1 3 1. Trins ic a nd Ma trix a re  public s e rvice  corpora tions  within the  me a ning of Article

14 XV of the  Arizona  Cons titution.

2. The  Commiss ion ha s  jurisdiction ove r Trins ic a nd Ma trix a nd the  subje ct ma tte r in15

16 this  tiling.

17 3. The  Commis s ion , ha ving  re vie we d the  filing  a nd  S ta ffs  Me mora ndum da te d

18 Octobe r 5, 2007 concludes  tha t it is  in the  public inte re s t to approve  the  Joint Applica tion seeking

19 to trans fe r control of a sse ts  used to provide  loca l and long dis tance  te lecommunica tions  se rvice s

20 from Trins ic to Ma trix.

21

22

ORDER

IT IS  THERFORE ORDERED tha t the  J oint Applica tion s e e king to tra ns fe r control of

23 asse ts  used to provide  loca l and long dis tance  te lecommunica tions  se rvices  from Trins ic to Matrix

24 be and hereby is  approved.

25

26

27

28

De cis ion No.



CHAIRMAN COMMISSIONER

COMMISSIONER COMMISSIONERCOMMISSIONER

IN WITNESS WHEREOF, I DEAN s. MILLER, Interim
Executive Director of the Arizona Corporation Commission,
have hereunto, set my hand and caused the official seal of
this Commission to be affixed at the Capitol, in the City of
Phoenix, this day of , 2007.

DEAN s. MILLER
Interim Executive Director

DISSENT:

DISSENT:

EGJ:WMS:llnn\KT
Decision No.
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1 IT IS FURTHER ORDERED that  the Matrix requested waiver of the Arizona

2 Administrative Code Sections R14-2-1904, R14-2-1905, and R14-2-1906 in this matter is

3 approved.

4 IT IS FURTHER ORDERED that the Trinsic and Touch I CC&Ns be and hereby are

5 cancelled.

6 IT IS FURTHER ORDERED that Trinsic and Touch I are no longer subject to the

7 requirements of Decision Nos. 61540, 61659 or 62896, including the requirement to procure a

8 performance bond.

9 IT IS FURTHER ORDERED that this Decision shall be become effective immediately.

10

1 3

14

15

16

17

18

19

20

2 1

22

23

24

25

26

27

28

BY THE ORDER OF THE ARIZONA CORPOR.ATION COMMISSION
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